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Average exchange rate (J$ to US$1) 
1986: 5.5 1987: 5.5 1988: 5.5 


KEY ECONOMIC INDICATORS 


1986 1987 1988 PERCENT 
(proj.) CHANGE 
87-88 
Domestic Economy 
Population (millions) 2.35 2.36 2.38 0.8 
Population growth 1.8% 0.4% 0.8% - 
GDP, current US$ millions 2428.0 2857.7 3314.9 16.98 
Per capita GDP, US$ 1929.8 1218.9 1292.8 15.0 
GDP, current J$ millions 13316.1 15717.4 182322 16.0 
GDP 1974 J$ millions 1870.1 1967.5 2036.4 4.9 
Real GDP growth 1.9 See 4.0 - 
Fixed capital formation % of GDP 17.5 21.8 22.8 - 
Monetary Data 
Consumer Price Index (average) 
(% change) 14.7 6.7 7.0 - 
Money Supply (Ml) (% change) 37.8 12.4 18.9 - 
Savings deposit rate (%) 15.0 15.6 13.9 - 
Average lending rate (%) 25.6 25.2 23.8 - 
Production and Employment 
Labor Force (1,900) Oct. 1955.5 1979.2 1162.9 2.2 
Unemployment rate, Oct. 22.3 28.8 21.0 - 
Industrial Production Index 
(1984=1698) 85.0 81.7 96.8 (May 1988) 
Minimum wage, J$ (48 hours) 
- Househould 52.0 52.0 72.0 38.5 
- Other Workers 68.8 69.8 89.9 33.3 
Balance of Payments (US$ millions) 
Exports (FOB) 589.5 708.4 847.2 19.6 
-Bauxite/Alumina 295.5 336.5 412.0 22.4 
U.S. share of exports 209.4 261.4 309.6 18.2 
Imports (CIF) 969.1 1234.3 1464.8 13.8 
U.S. share of imports 487.5 588.98 669.3 3.6 
Trade Balance -379.6 -525.9 -557.6 -6.08 
Gross tourism earnings 516.8 595.0 624.90 4.9 
Current account balance -33.5 -195.3 -133.6 -26.9 
External Financing (US$ millions) 
Foreign debt (end of period) 3575.8 4913.4 4950.9 8.9 
Interest payments 258.9 285.3 389.3 8.4 
Principal payments 358.8 449.3 457.8 4.0 
Debt-service ratio *** 43.8 48.2 42.6 - 
Net International reserves 
(End of period) -731.2 -538.1 -389.8 (DEC 88) 
Fiscal Accounts (US$ millions) * 1986/87 1987/88 1988/89 
Revenues 812.1 987.1 1137.5 Ese 
Expenditures 1923.8 1196.4 1465.1 2235 
Amortization 164.9 181.8 277.6 S267 
Deficit (net of amortization) -47.7 -27.7 -59.0 82.1 1 
Deficit as % of GDP 
(net of amortization) 1.9 8.9 ieS 
U.S. Assistance FY87 FY88 FY89 ' 
Economic Support Fund 24.9 8.9 25.8 
PL489 36.3 35.0 48.0 
CoC 0.0 50.0 58.6 
DA 17.4 37.4 $2.5 
Principal U.S. exports (1987): Misc. Ma 162 i11i 2 
F stuffs (US$97.5 milli : Machi ip. i 
Principal U.S. imports (1985): isc. i 103. illi : 
Bauxite and alumnia (US$98.5 million: Foodstuffs (USS$22.5 million). 


Note: 1988 figures are estimates/projections. 
Data is on Jamaican fiscal year basis (April-March). 
Interest and amortization due as percentage of goods and services exports. 
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SUNMARY 


The Jamaican economy recorded a real GDP growth rate of 5.2 percent 
in 1987, its highest in over a decade. Growth was achieved against 
a background of single-digit inflation, a stable exchange rate, and 
reduction of the overall public sector deficit. The most buoyant 
sectors were construction, garment manufacturing and tourism, but 
the bauxite/alumina sector also showed improvement. Thus far in 
1988, the pace of economic growth has slowed somewhat, due to a 
softer market for tourism, labor problems in the Kingston Free Zone, 
and tight monetary policies. Prior to the arrival of Hurricane 
Gilbert, which struck Jamaica on September 12, 1988, GDP growth was 
projected at around 4 percent, with the strongest increase in 
agriculture, trade, and construction. However, widespread damage to 
the nation's agricultural sector and electrical distribution 
network, plus lost revenues from tourism, are certain to result ina 
lower growth rate. The impact of Hurricane Gilbert is discussed in 
a separate section of this report. 


The government continues to make progress on reducing the budget 
deficit. The public sector deficit fell from 5.5 percent of GDP in 
1986/87 to 2 percent in 1987/88. In 1988/89, the target is 2.4 
percent of GDP. Monetary policy is aimed at maintaining both a 
Stable exchange rate and an inflation rate of less than 10 percent. 
The second phase of a comprehensive tariff reform, which lowered 
customs and stamp duties from a maximum of 68 to 60 percent, was 
introduced in March. Unemployment has declined from 22.3 percent in 
October 1986 to 20.8 percent in October 1987. 


Despite these favorable indicators, Jamaica faces a difficult debt 
management situation, which will limit the nation's economic 
expansion for a number of years to come. The stock of external debt 
is over US$4 billion, about 140 percent of 1987 GDP, which makes 
Jamaica one of the most indebted nations on a per-capita basis. 

Last year, debt service accounted for 48 percent of foreign exchange 
earned from goods and services. The government's debt management 
strategy is based on (1) rescheduling bilateral and commercial debt, 
(2) debt-equity swaps,(3) minimizing future public borrowing 
requirements, and (4) continued assistance from multilateral 
institutions (IMF, IBRD and IDB) and bilateral donors. Jamaica 
successfully completed a 15-month IMF Standby Agreement in May and 
signed a new 14-month Agreement in September 1988. 


Under the Seaga administration, divestment has emerged as a key 
economic strategy to reduce the public sector deficit and strengthen 
the private sector. To date, the government has successfully 
divested partial ownership in a large bank, a cement factory, the 
telephone company, and is seeking to sell a number of 
government-owned hotels. 


The United States and Jamaica have close economic and political ties 
based on proximity, a common language, human migration, trade and 
investment, and a shared commitment to democratic values. The 
United States is Jamaica's major trading partner, and there are over 
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120 U.S. firms and subsidiaries with investments in Jamaica. 
Jamaica is a beneficiary of the Caribbean Basin Initiative, or CBI, 
a U.S. program aimed at fostering economic diversification and 
export-led growth through trade, aid, and investment. Total U.S. 
grants and loans obligated for Jamaica in FY 1988 amounted to 
US$72.4 million in project support and food aid. 


PART A: CURRENT SITUATION AND TRENDS 
Economic Performance 


Real GDP growth in 1987 reached 5.2 percent, the highest rate since 
1972. Major factors facilitating economic expansion were strong 
growth in tourism, continued expansion of garment exports, and 
lively construction activity spurred by investment in hotel and 
residential housing projects. The construction, manufacturing, and 
services sectors were the most dynamic contributors to the 1987 
growth rate. The sectoral composition of the economy's performance 
in 1987 is shown in the following table: 


% of Real GDP Rate of Growth 
in 1987 
Agriculture 8.4 2.5 
Manufacturing 16.6 $2 
Mining 5.4 4.9 
Construction 5.6 14.0 
Government 16.4 -0.6 
Other Services 47.6 6.7 
TOTAL GDP 100.0 5.2 


According to the Planning Institute of Jamaica, GDP for 1988 is 
expected to increase by around 4 percent, assuming continued growth 
and stability in industrial economies and no significant changes in 
world oil prices. Jamaica's open economy is heavily reliant on 
international trade, and in particular bauxite/alumina, tourism, and 
sugar. Because demand for these products is determined beyond 
Jamaica's shores and because of Jamaica's heavy external debt 
service payments, the economic situation remains fragile and the 
balance of payments continues to be vulnerable to external shocks. 


Bauxite/Alumina: During 1987, bauxite-alumina production continued 
its recovery from the 1985 depression. Total bauxite produced 
(crude bauxite and bauxite processed into alumina) amounted to 7.7 
million tons, an 11.6 percent increase over 1986. (Total bauxite is 
the sum of raw bauxite plus the bauxite equivalent of alumina, 
considered as 1 ton of alumina equais roughly 2.5 tons of bauxite.) 
In 1988, the world market price of alumina reached record highs, 
which greatly increased returns to Alcan and Alcoa, the two alumina 
producers. Output has not increased, however, due to capacity 
constraints, and is expected to remain at the 1987 level of about 
1.6 million tons. Crude bauxite production fell during the first 6 
months of 1988 due to a disagreement between the Government of 
Jamaica and the USSR over a Soviet purchase contract. By August, 
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bauxite shipments from Kaiser-Jamaica Bauxite Company, Jamaica's 
only bauxite exporter, had returned to a level at or near capacity. 


Tourism: For the first time in the history of Jamaica's tourist 
industry, visitor arrivals have surpassed the one million mark ina 
year. Total visitor arrivals in 1987 numbered 1,037,634, an 
increase of 8.7 percent over 1986. Total stop-over visitors 
--visitors who stay in Jamaica at least one night--increased by 11.3 
percent to 738,827. Average 1987 hotel occupancy rose to 61.7 
percent, up from 57 percent in 1986. Gross tourism earnings for 
1987 amounted to US$595 million, a 15.3 percent increase over 1986. 
Jamaica's tourist industry, like most other Caribbean nations', was 
unfavorably affected by worldwide October 1987 stock market 
declines. The growth in stop-over visitor arrivals during the first 
6 months of 1988 slowed by 4 percent to 397,477, and hotels 
experienced declines in occupancy levels compared with the first 6 
months of 1987. Total visitor arrivals increased to 593,524--4.2 
percent over the corresponding period in 1987--because of a rapid 
rise in cruise ship passengers. This type of visitor, however, 
contributes considerably less foreign exchange to the economy. 


Manufacturing: Over the last 7 years, structural adjustment has 
helped the manufacturing sector to achieve modest growth in output. 
In 1987 the manufacturing sector grew at the same rate as the 
Jamaican economy as a whole, 5.2 percent, and accounted for 16.6 
percent of GDP. An average of 131,350 people were employed in 
manufacturing, representing 15.5 percent of the employed labor 
force. Subsectors which experienced increased output in 1987 
included apparel, beverages and tobacco, chemicals and related 
products, metal products, nonmetallic minerals, and food 
processing. 


Over the past 5 years the garment subsector, spurred by special 
access to the U.S. market under Tariff Code 807, showed impressive 
growth, moving from exports of US$17 million in 1983 to US$187 
million in 1987. The employment figure increased from 2,000 to 
29,500 during the same period. During the first half of 1988, 
Jamaica renegotiated its bilateral textile agreement with the United 
States, extending the agreement for 3 more years from 1989 to 1992 
and allowing for an expansion of production of some 36 percent of 
goods under quota. The soft U.S. market for imported apparel and 
labor problems in the Kingston Free Zone recently caused some 
apparel manufacturers to retrench. Thus, production and export of 
garments are expected to show little or no growth in 1988. 


As a key part of Jamaica's structural adjustment program, the Prime 
Minister announced a 4-year program to reform the tariff regime in 
March 1987. In March 1988, the second phase of the Tariff Reform 
Program went into effect, reducing the aggregate of customs and 
stamp duties on imports from a maximum of 68 to 60 percent. The 
program also calls for reduction of stamp duties on capital goods 
from 30 to 20 percent and the phasing out of exemptions from customs 
duty. Import duties are to be reduced progressively until 1991, 
declining to maximum rates of 30 percent on consumer goods, 20 
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percent on capital goods, 10 percent on raw materials, and 5 percent 
on items imported by public utilities. Additionally, the government 
introduced a modernization program, offering duty-free concessions 
on certain capital goods and raw material imports for apparel and 
footwear products in order to enable local industries to remain 
competitive and to cushion any temporary shocks from the tariff 
reform program. Customs administration has been strengthened with 
the introduction of a modern, computerized customs valuation system 
operated by Jamaica's Customs and Excise Department. 


Agriculture: The agricultural sector expanded by 2.5 percent in 
1987, contributing 8.4 percent of GDP and accounting for one-third 
of total employment. Growth came primarily from export crops, 
particularly sugar, bananas, and coffee. For both export and 
domestic agricultural production, growth rates did not meet 1986 
levels. Domestic crop production (a category which includes all 
crops other than the major traditionals: sugar, bananas, coffee, 
cocoa, citrus, pimento, and coconut) rose only marginally in 1987 
and is declining in 1988 as a result of the closure of winter 
vegetable export farms and the impact of October/November 1987 flood 
rains. 


Because of low world market sugar prices in recent years, Jamaican 
Government policy is to produce sugar only for export to the United 
Kingdom and the United States, where quotas provide premium prices, 
and for domestic consumption. Jamaica has a U.S. quota of 11,045 
short tons and a U.K. quota of 125,000 tons. Some increase in 
production is desirable to satisfy domestic demand without 
importing. Domestic demand has been boosted by the ethanol 
industry, which is required to use an increasing percentage of 
Caribbean-origin feedstock in ethanol production to qualify for CBI 
duty-free treatment. For the crop year 1987/88, sugar production 
amounted to 220,804 long tons, a 17.5 percent increase over 
1986/87. Export earnings in 1988 are expected to be slightly over 
the 1987 level of US$74 million. 


Jamaica's banana industry, which was decimated by a hurricane in 
1980, has shown impressive growth in the past few years, as several 
large plantations have come on-stream. In 1987, production for 
export increased by 66 percent to 33,778 tons, while export earnings 
jumped by 108 percent to US$19 million. Growth in 1988 has been 
equally impressive. During the first half of the year, production 
for export grew by 20 percent to 28,058 tons. BECO, the Banana 
Export Company Ltd. (owned and managed by growers, and the sole 
exporter of bananas to the United Kingdom) projects that about ¢ 
48,000 tons of bananas will be exported during 1988. Through 1992, 
Jamaica's bananas will enjoy special access to the United Kingdom, 
and the Jamaican Government is encouraging banana exports to the 
U.K. market. 


A traditional export crop, coffee, is also showing impressive gains 
in production and export. The Coffee Industry Development Company 
(CIDCO), with assistance from the United Kingdom Commonwealth 

Development Corp. and the EEC, has greatly increased the area under 
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coffee cultivation. Production in the crop year 1987/88 rose 24 
percent, and export earnings in 1987 totaled US$8.4 million. 
Production and export earnings for 1988/89 are projected to double, 
as this will be the fifth year of the CIDCO coffee expansion 
program. Jamaican "Blue Mountain" coffee commands a premium price 
in world markets, with most of the exports destined for Japan. 
Among the nontraditional export crops, ornamental horticulture has 
been one of the most dynamic. On the other hand, winter vegetable 
ventures -- including Spring Plains, International Agri-Management 
Ltd, and Intergrow Ltd.--have all failed financially, causing a 
reexamination of government policy towards promotion of agricultural 
exports. The long-term role of traditional export crops in the 
Jamaican agricultural formula is being given new consideration. 


Public Sector Operations 


An important aspect of the Seaga administration's economic 
stabilization program has been a gradual reduction in traditionally 
large public sector deficits. Between 1985 and 1987, 9,800 civil 
servants were made redundant, and public sector spending on social 
services has declined as a percentage of budget outlays. For the 
first time in 22 years, the 1987/88 central government budget showed 
a surplus which totaled US$1.1 million (the Government of Jamaica's 
budget year is from April 1 to March 31). The overall public sector 
deficit fell from 5.5 percent of GDP in 1986/87 to 2 percent in 
1987/88 and is currently targeted at 2.4 percent of GDP for 

1988/89. Revenue increases were largely due to increased tax 
compliance following the 1986 income tax reform and continued 
profitability of the government-owned petroleum refinery. 





The following table highlights the government's fiscal operations 
and debt servicing requirements: 


Overall Public Sector Accounts 
(In millions of U.S. dollars) 
J$5.5=US$1.00 


1986/87 1987/88 1988/89 
Programmed 
Revenues 812.2 987.1 L¥37-5 
Expenditures 1023.8 1196.4 1465.1 
of which: 
Amortization (164.0) (181.8) (277.6) 
Interest (266.9) (293.1) (317.6) 
Central Government 

Deficit/Surplus -211.6 -209.3 -327.6 


Overall Public 
Sector Deficit 
(includes Bank of 
Jamaica and Public 
entities) —145.3 -59.8 -80.7 
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The 1988/89 budget calls for total government expenditures to 
increase by 23 percent over 1987/88 to US$1.5 billion. Recurrent 
and capital expenditures are proposed at US$861 million (an increase 
of 12 percent) and US$605 million (an increase of 38 percent) 
respectively. However, the large increase in capital expenditure 
will depend on divestment proceeds, most of which are expected from 
the sale of hotels owned by the Government of Jamaica. These sales 
have been slower than originally hoped. Other divestment revenues 
will come from the government's recently completed sale of 15 
percent of its 55 percent equity position in Telecommunications of 
Jamaica. 


Debt servicing has become the single largest budget expenditure. In 
1987/88, amortization and interest payments swallowed 51] percent of 
total revenues. In 1988/89, debt servicing is expected to take 55 
percent of revenues. 


As part of its 1988/89 budget presentation, the government 
introduced a 5-year social well-being program. The program will be 
undertaken with the assistance of the World Bank to improve the 
quality of life in Jamaica by rebuilding the country's social 
infrastructure. 


Monetary and Credit Policy 


During 1987, Jamaican monetary policy was aimed at controlling 
excessive expansion of money and credit in order to facilitate real 
economic growth and to moderate inflationary pressures while 
maintaining a stable rate of exchange. As part of a World 
Bank-supported structural adjustment of the financial sector, the 
Bank of Jamaica has eliminated the non-cash reserve requirement for 
commercial banks, while accelerating the sale of Certificates of 
Deposit to reduce excess liquidity. As a result, the expansion in 
the money supply has moderated, but real interest rates are 
extremely high, precluding many private sector firms from expanding 
or renovating. In May 1988, when inflation was officially estimated 
at about 7 percent, the average commercial bank loan interest rate 
was 25 percent. To provide some relief from the high rates, the 
government reduced the regulated interest rate on savings accounts 
by 2 percentage points --from 15 to 13 percent-- on September 1, 
1988. However, because domestic demand must be restrained to 
maintain a stable exchange rate, substantial interest rate 
reductions are unlikely in the foreseeable future. 


During 1987, the consumer price index (CPI) increased by only 6.7 
percent, less than half of the rate in 1986. Major factors in the 
reduced rate of inflation were a stable exchange rate, wage 
guidelines under the IMF Standby Agreement, low inflation among 
major trading partners, a stable oil price, and price controls on 
certain basic food items. The Jamaican Government projects the CPI 
will increase by 7 percent in 1988. 
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During 1988, Jamaica's official exchange rate continues to be 


determined through the foreign exchange auction system. It has 
fluctuated within the narrow range of J$5.48 - J$5.52 to US$1.00. 


Balance of Payments 


A summary of balance of payments for 1986, 1987, and the first 6 
months of 1988 is provided in the following table. 


Balance of Payments 
(In Millions of U.S. Dollars) 


1986 1987 Jan-J 

A. Merchandise -379.6 -525.9 - 
Exports (fob) 589.5 708.4 
Imports (cif) 969.1 1234.3 
B. Services (net) 198.0 241.2 
Foreign Travel 480.9 551.2 

Investment Income -321.7 -362 .6 - 
Other 38.8 52.6 

C. Goods and Services -181.6 -284.7 - 
D. Transfers (net) 148.1 179.4 
Private 111.6 116.0 
Official 36.5 63.4 
E. Current Account -33.5 -105.3 
F. Net Capital Movement 35.4 408.5 
Government Direct 66.4 217.6 
Government Guaranteed -37.3 -49.5 
Private 6.3 240.4 
G. Changes in Reserves -1.9 -303.2 


(Increase = Minus) 


Although exports in 1987 grew by an impressive 20 percent to US$708 
million, fueled by bauxite/alumina, apparel, and sugar, the 
merchandise account deteriorated because of an even greater increase 
in imports which totaled US$1.2 billion. The strong demand for 
imports is attributed to lively activity in the construction, 
manufacturing, and tourism sectors. Net services inflows grew by 22 
percent to US$241 million as a result of record tourist arrivals, 
which earned Jamaica over US$550 million. Because of the large 
deficit in merchandise trade, the current account deficit widened to 
US$105 million. However, significant net inflows in both the 
official and private capital accounts more than offset the current 
account deficit, resulting in an overall balance-of-payments surplus 
of US$303 million. 


In 1988, export earnings have been boosted by record world alumina 
prices and a good showing by major export crops. In the first 6 
months of the year, exports rose 25 percent to US$363 million 
vis-a-vis the same period in 1987. The current account deficit 
deteriorated, however, due to rising imports and a slight decline in 
tourism receipts. Consumer goods imports, which include food, rose 
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29 percent. An even greater increase is expected in the latter half 
of the year as the drought in the United States has its impact on 
food prices. Raw materials imports were up by only 9.5 percent 
because of continued stability in the price of crude oil, Jamaica's 
single largest import. Capital goods imports grew by 40 percent, a 
reflection of strong domestic investment activity. Net capital 
inflows remain low due to reduced inflows of official and private 
capital. As a result, gross reserves showed a small decline in the 
first half of the year. 


Jamaica successfully completed its 15-month SDR 85 million IMF 
Standby Arrangement in May 1988, having met all performance 
targets. The government has now completed negotiations for a new 
IMF agreement which will provide balance-of-payments support of SDR 
82 million for a 14-month period beginning September 1988. 


Jamaica's large external debt continues to pressure the balance of 
payments. In 1987, outstanding foreign debt amounted to US$4 
billion, 140 percent of GDP. The debt service ratio (after Paris 
Club and commercial bank rescheduling) accounted for 48 percent of 
exports of goods and services. Over the past 3 years, Jamaica has 
been successful in obtaining rescheduling agreements with the 
commercial banks and the Paris Club (official bilateral lenders). 
Another round of rescheduling of bilateral loans at the Paris Club 
is expected during the last quarter of 1988. 


In order to ease the debt situation, the Jamaican Government 
launched a debt-equity swap program in July 1987 to convert US$200 
million of commercial bank debt (approximately half the total) over 
a 5-year period into domestic debt and new foreign investment. 
During the program's first year, 16 projects with a total value of 
US$115 million were approved, of which US$30 million was funded by 
“fresh money"--incremental direct investment. However, completion 
of debt-equity conversions has not kept pace with approvals. 
Through May 1988, only about US$4 million in approved projects were 
executed. 


Employment 


With the surge in economic activity in 1987, employment grew by 4.6 
percent to 845,400 over 1986. The unemployment rate fell from 22.3 
percent in October 1986 to 20.8 percent in October 1987. Despite 
the improvement in the absolute level of employment, unemployment 
and underemployment continue to pose a serious socioeconomic problem 
in Jamaica. In 1987 some 224,300 Jamaicans were unemployed. Women 
and youth in particular comprise a large portion of the unemployed 
work force. Many of the unemployed lack the training and experience 
necessary to find a job, though some vocational and on-the-job 
training opportunities exist. 


The increased demand for labor came in all sectors of the economy 
except public administration and mining, particularly manufacturing 
and tourism. Trade unions are an active factor in Jamaican 
employment, reflecting a deeply-ingrained tradition related to the 
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country's political development. About 25 percent of Jamaica's work 
force is unionized. 


PART B: IMPACT OF HURRICANE GILBERT 


This report is based largely on information gathered from September 
1, 1988. On September 12, 1988, Hurricane Gilbert struck Jamaica, 
killing 45 people and causing widespread injury and economic 
damage. Precise estimates of the hurricane's impact on Jamaica's 
economy have not yet been made, although the Government of Jamaica 
--in cooperation with the U.S. Government, other donor nations, the 
International Monetary Fund, and the World Bank--is currently 
revising estimates of 1989 economic trends in order to direct the 
country's reconstruction effort. Significant losses are expected to 
be felt both in terms of national output and the country's capital 
stock. Particularly hard hit was the agricultural sector, which 
experienced intensive domestic and export crop losses. Widespread 
damage to the electrical distribution network represents a severe 
capital loss in itself which has, in turn, caused production losses 
in many sectors. 


Hurricane Gilbert's impact on 1988 GDP performance will be limited 
by the fact that the storm struck late in the calendar year. Lost 
domestic product is not expected to exceed 2 percentage points in 
1988, and, with luck, may be limited to 1 percent, preserving an 
overall growth rate of around 3 percent in 1988. The hurricane's 
impact on 1989 economic performance will depend on its longer term 
effect on agriculture and tourism, levels of foreign assistance, the 
extent of insurance coverage, and the ability of the Jamaican 
Government to respond quickly to restore electrical power to key 
productive sectors. Foreign assistance, reinsurance inflows, 
increased government spending, and heightened construction activity 
could initiate a cycle of economic expansion in 1989, although there 
is concern that a recovery boom, if it were to occur, might 
aggravate inflationary pressures. 


Losses to the bauxite-alumina industry appear to be relatively 
small. Plant and equipment in this sector escaped serious damage, 
although the shutdown imposed by the hurricane caused several weeks 
of lost production which will not be recaptured because the sector 
has been operating at or near full capacity. 


Hurricane Gilbert damaged a number of tourist hotels on Jamaica's 
north coast, but all except Holiday Inn and Ambiance, a medium-size 
hotel, are expected to reopen by mid-December. Some decline in 
tourist earnings is inevitable due to damages and disruption in 
essential services following the storm. The success of the 1989 
winter season, even with most hotels operating, will depend on 
Jamaica's abilility to attract bookings after the extensive 
publicity accorded the hurricane. 


Jamaica's garment industry suffered capital losses from the 
hurricane due to roof damage, subsequent water damage to machinery 
and inventory, and, in some cases, looting. However, overall lost 
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production in the garment sector in 1988 due to the storm is not 
expected to exceed 10 percent of projected levels, although failure 
to meet contract deadlines could result in additional losses. 
Hurricane damage is not expected to be a factor in 1989 output. 


Jamaica's agricultural sector was seriously disrupted by Hurricane 
Gilbert. Both export and domestic crops were damaged. While the 
island has escaped widespread food shortages and hunger with the 
help of foreign emergency assistance, the country has lost incoming 
revenues from sales of export crops while increasing purchases of 
imported food to make up for lost domestic output. Bananas were 
severely damaged by Hurricane Gilbert. Banana output in 1988 is 
likely to fall 25-30 percent below forecasts, and no production wil] 
be available for export before May 1989. Sugar was less affected by 
the hurricane because the storm occurred at the beginning of the new 
crop year. Hurricane damage could reduce 1989 production by 15-20 
percent. Estimates of the storm's effect on the coffee industry are 
still preliminary, but coffee clearly sustained serious damage. 

Only about 20 percent of the 1988/89 crop had been harvested when 
the hurricane struck, and as many as 50 percent of the remaining 
beans and 25 percent of the trees may have been lost. The storm 
also claimed over two-thirds of the year's coconuts, nearly all of 
which are consumed in Jamaica. Many other garden and ground crops 
were severely damaged and are not expected to reappear until 
mid-1989. 


The hurricane has focused the attention of many governments and 
international organizations on the Jamaican economy. Both the World 
Bank and the International Monetary Fund have indicated a 
willingness to modify or expand their support for Jamaica's economic 
recovery in the light of Hurricane Gilbert. Jamaica has been able 
to obtain unusually favorable terms in rescheduling its bilateral 
official debt through the Paris Club, and a new round of grants and 
loans from several nations will complement an initial $20 million 
grant of emergency assistance from the United States. While 
Hurricane Gilbert caused widespread damage to Jamaica's economy, it 
has also attracted exceptional new financial and human resources to 
Jamaica, which, through the process of reconstruction and reform, 
may ultimately result in meaningful growth in 1989. 


PART C: IMPLICATIONS FOR THE UNITED STATES 





The U.S. commitment to Jamaica's economic recovery, security, and 
stability is based on mutual support of a democratic political 
system, close historical and cultural ties, and extensive trade and 
investment relationships. 


The policy framework for the U.S. commitment to Jamaican economic 
development is the Caribbean Basin Initiative (CBI). The CBI 
provides duty-free entry to the U.S. market for a wide range of 
products. Legislation to expand and extend the CBI is currently 
before the Congress. Jamaica also benefits from preferential access 
to the United States market for garments assembled from material 
formed and cut in the United States. As a CBI beneficiary and 
signatory of a Tax Information Exchange Agreement, Jamaica has 
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access to investment funds from Puerto Rico under Section 936 of the 
Internal Revenue Code and is an eligible site for tax-deductible 
conventions for U.S. firms. 


Working primarily through the U.S. Agency for International 
Development, the U.S. Government provides significant foreign aid to 
Jamaica under the Economic Support Fund, Development Assistance, 
PL-480, and housing guarantee programs to support and strengthen the 
private sector and to encourage export-oriented economic 
development. The United States continues to be the major bilateral 
source of grants, loans, and guarantees for Jamaica and will play a 
central role in the country's hurricane reconstruction program 
during late 1988 and 1989. 


The American Chamber of Commerce of Jamaica (AmCham) has emerged as 
an active force in the local business community, generating - 
considerable interest in its programs and expanding its membership 
to over 140 companies. AmCham promotes trade opportunities between 
Jamaica and the United States, attracts and assists new direct U.S. 
private investment to Jamaica, and provides its members a forum for 
enhancing the business climate. 


EXPORT OPPORTUNITIES 


The United States has been Jamaica's number one trading partner for 
more than a decade. In 1987, Jamaica's imports from the United 
States amounted to US$588 million, an increase of 21 percent over 
1986. This represented almost 60 percent of Jamaica's non-oil 
imports. During January-June 1988, imports from the U.S. increased 
by 20 percent to US$273.9 million as compared to the same period the 
previous year. Despite the setback posed by Hurricane Gilbert, the 
Jamaican economy will continue to demand raw materials, capital 
goods, spare parts, and other intermediate inputs for its 
manufacturing, tourism, and agricultural sectors. Moreover, U.S. 
exports of food items and building supplies will expand due to the 
hurricane. This represents an on-going opportunity for U.S. 
exporters. Jamaican business people already regard the United 
States as a convenient, reliable supplier, and they will continue to 
seek U.S. firms that can meet their needs on a competitive basis. 


IMPORT OPPORTUNITIES 


Jamaica's exports destined for the United States totaled US$261 
million or 37 percent of its total exports during 1987. Major 
categories were bauxite and alumina, garments under 807 and Cut, 
Make, & Trim (CMT) provisions and foodstuffs. During January-June 
1988, exports to the United States amounted to US$158 million, an 
increase of 22 percent over the corresponding period of 1987 and 
representing 36 percent of total exports. Nontraditional product 
categories--including garments, offshore electronic assembly, fruits 
and vegetables, aquaculture, light manufacturing, furniture, and 
handicrafts--have good potential in the U.S. market. 


INVESTMENT OPPORTUNITIES 


Jamaica is a favorable country for U.S. investment. The Overseas 
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Private Investment Corporation (OPIC) has active programs both in 
providing political risk insurance and in financing. The Government 
of Jamaica actively promotes private investment from both local and 
foreign sources through Jamaica Promotions Ltd. (JAMPRO), the former 
Jamaica National Investment Promotions Ltd. Potential investors may 
qualify for incentives under several investment promotion acts. 
Depending on the type of investment, incentives include duty-free 
imports, tax holidays, the debt-equity swap program, and guaranteed 
remittances of dividends and capital repatriation. Investors 
seeking incentives should as a first step contact JAMPRO and 
register themselves with the Bank of Jamaica. Final approvai for 
the new investment is subject to a decision by a joint ministerial 
committee chaired by the Prime Minister. Once approval is obtained, 
JAMPRO assists investors in working with relevant government 
agencies to grant incentives and to assist the investor in obtaining 
work permits, visas, factory space, income tax relief, and utility 
support for water, power, and telecommunicaions. 


Two major free zones, the Kingston Export Free Zone and the Montego 
Bay Free Zone, offer investors incentives which include exemptions 
from customs duties, import duties, 100 percent tax holidays, and 
factory space. Garment assembly, light manufacturing, and data 
entry are some of the activities being undertaken in free zone 
areas. Two other partially completed free zones, Hayes-Clarendon 
and Garmex, are expected to be operational soon. 


Under CBI, exports manufactured in Jamaica with at least 35 percent 
of the value-added from the beneficiary countries and which the U.S. 
Customs Service considers to have received substantial 
transformation in the CBI region benefit from duty-free access into 
the U.S. market. Jamaica also has preferential access arrangements 
with Canada (CARIBCAN) and with the EEC under the Lome convention. 
Other major attractions for investment in Jamaica include a 
geographic proximity to the United States, a well-developed 
infrastructure, and a trainable, low cost, English-speaking labor 
force. 


A number of well-known American firms have been present in Jamaica 
for many years. They include Alcoa, Kaiser, Texaco, Esso, Xerox, 
IBM, Pillsbury, American and Eastern Airlines, Singer, Citibank, and 
many others. Recent U.S. investment has tended to be concentrated 
in the tourism, agriculture, and light manufacturing sectors, 
particularly in garments and apparel. 


In September 1988, Jamaica Digiport International (JDI) opened in 
Montego Bay. The "digiport", a joint project of AT&T, Cable and 
Wireless, and Telecommunications of Jamaica, will provide 
state-of-the-art two-way cable and satellite communications for 
voice and data transmission between Jamaica and the United States. 
JDI also expects to tap the European market with satellite links to 
the United Kingdom. The facility is expected to expand Jamaica's 
potential to attract investment in the growing data processing, 
airline and hotel reservations, and telemarketing fields. 


For further information on business opportunities, contact the 
Jamaica Desk, Internaitonal Trade Administration, U.S. Department of 
Commerce at 202/377-2527. 





International Trade Administration/US&FCS District Offices 


ALABAMA 


*Birmingham—Rm. 302, 2015 2nd Ave. North, 


Berry Bldg., 35203 (205) 731-1331 


ALASKA 

Anchorage—701 C St., P.O. Box 32, 99513, 
(907) 271-5041 

ARIZONA 

Phoenix—Federal Bidg. & U.S. Courthouse, 
230 North Ist Ave., Rm. 3412, 85025, (602) 
261-3285 

ARKANSAS 

Little Rock—Suite 811, Savers Fed. Bldg., 
320 W. Capitol Ave., 72201, (501) 378-5794 
CALIFORNIA 

Los Angeles—Rm. 800, 11777 San Vicente 
Bivd., 90049, (213) 209-6707 

eSanta Ana—116-A W. 4th St., Suite #1, 
92701, (714) 836-2461 

San Diego—6363 Greenwich Dr., 92122, 
(619) 557-5398 

* San Francisco—Fed. Bldg., Box 36013, 450 
Golden Gate Ave., 94102, (415) 556-5860 


COLORADO 


* Denver—1625 Broadway. Suite 680. 80202. 


(303) 844-3246 


CONNECTICUT 

* Hartford—Rm. 610-B, Fed. Office Bldg., 
450 Main St., 06103, (203) 240-3530 
DELAWARE 

Serviced by Philadelphia District Office 


DISTRICT OF COLUMBIA 

e Washington, D.C.—(Baltimore, Md. Dis- 
trict) Rm. 1066 HCHB, Department of Com- 
merce, 14th St. & Constitution Ave., N.W. 
20230, (202) 377-3181 


FLORIDA 

Miami—Suite 224, Fed. Bidg., 51 S.W. First 
Ave., 33130, (305) 536-5267 
 Clearwater—128 North Osceola Ave. 33515, 
(813) 461-0011 

e Jacksonville—3100 University Blvd. South, 
32216. (904) 791-2796 


¢ Orlando—75 East Ivanhoe Bivd., 32804, 
(305) 425-1234 

¢ Tallahassee—Collins Bldg.. Rm. 401, 107 
W. Gaines St., 32304, (904) 488-6469 
GEORGIA 

Atlanta—Suite 504, 1365 Peachtree St.. N.E., 
30309, (404) 347-4872 


Savannah—120 Barnard St., 
(912) 944-4204 


HAWAII 

Honolulu—4106 Fed. Bidg.. P.O. Box 50026, 
300 Ala Moana Blvd., 96850, (808) 541-1782 
IDAHO 

¢ Boise—(Denver, Colorado District) State- 
house, Room 113, 83720, (208) 334-9254 


ILLINOIS 
Chicago—1406 Mid Continental Plaza Bldg., 
55 East Monroe St., 60603, (312) 353-4450 

¢ Palatine—W.R. Harper College, Algonquin 
& Roselle Rd., 60067, (312) 397-3000, x-532 

¢ Rockford—515 North Court St., P.O. Box 
1747, 61110-0247, (815) 987-8100 


INDIANA 


A-107, 31402, 


Indianapolis—! North Capitol, Suite 520, 


46204. (317) 226-6214 


* DENOTES REGIONAL OFFICE WITH SUPERVISORY REGIONAL RESPONSIBILITIES 
¢ DENOTES TRADE SPECIALIST AT A BRANCH OFFICE 


IOWA 

Des Moines—817 Fed. Bidg., 210 Walnut 
St., 50309, (515) 284-4222 

KANSAS 

e Wichita—(Kansas City, Missouri District) 
River Park Pl., Suite 565, 727 North Waco, 
67203, (316) 269-6160 

KENTUCKY 

Louisville—Rm. 636B, U.S. Post Office and 
Courthouse Bldg., 40202, (502) 582-5066 
LOUISIANA 

New Orleans—432 World Trade Center, No. 2 
Canal St., 70130, (504) 589-6546 

MAINE 

e Augusta—(Boston, Massachusetts Dis- 
trict) | Memorial Circle, Casco Bank Bidg., 
04330, (207) 622-8249 

MARYLAND 

Baltimore—415 U.S. Customhouse, Gay and 
Lombard Sts., 21202, (301) 962-3560 


MASSACHUSETTS 

Boston—World Trade Center, Suite 307 
Commonwealth Pier Area, 02210, (617) 
565-8563 

MICHIGAN 

Detroit—1140 McNamara Bldg., 477 Michi- 
gan Ave., 48226, (313) 226-3650 

¢Grand Rapids—300 Monroe N.W., Rm. 409, 
49503, (616) 456-2411 

MINNESOTA 

Minneapolis—108 Fed. Bidg., 110 S. 4th St., 
$5401. (612) 348-1638 

MISSISSIPPI 

Jackson—328 Jackson Mall Office Center, 
300 Woodrow Wilson Bivd., 39213, (601) 
965-4388 

MISSOURI 

*St. Louis—7911 Forsyth Blvd., Suite 610, 
63105, (314) 425-3302-4 

Kansas City—Rm. 635, 601 East 12th St., 
64106, (816) 426-3141 

MONTANA 

Serviced by Denver District Office 
NEBRASKA 

Omaha—11133 “O” St., 68137, (402) 221- 
3664 

NEVADA 

Reno—1755 E. Plumb Ln., #152, 89502, (702) 
784-5203 

NEW HAMPSHIRE 

Serviced by Boston District Office 

NEW JFRSFY 

* Trenton—3131 Princeton Pike Bldg. 6, 
Suite 100. 08648, (609) 989-2100 

NEW MEXICO 

Albuquerque—517 Gold, S.W., Suite 4303, 
87102, (S05) 766-2386 


NEW YORK 


Buffalo—1312 Fed. Bldg., 111 vhs foie) 


St., 14202, (716) 846-4191 


¢ Rochester—121 East Ave., 
263-6480 


14604, ee 


“OHIO 

* Cincinnati—9504 Fed. Office Bidg., 550 
Main St., 45202, (513) 684-2944 
Cleveland—Rm. 600, 666 Euclid Ave., 44114 
(216) 522-4750 


OKLAHOMA 
Oklahoma City—5 Broadway Executive Park, 
Suite 200, 660! Broadway Extension, 73116, 
(405) 231-5302 

¢ Tulsa—440 S. Houston St., 74127, (918) 
581-7650 


OREGON 
Portland—Rm. 618, 1220 S.W. 3rd Ave., 
97204, (503) 221-3001 


PENNSYLVANIA 

Philadelphia—475 Allendale Road. Suite 202. 
King of Prussia, Pa. 19406. (215) 962-4980 
Pittsburgh—2002 Fed. Bldg., 1000 Liberty 
Ave., 15222, (412) 644-2850 


PUERTO RICO . 

San Juan (Hato Rey}—Rm. 659-Fed. Bldg., 
00918, (809) 753-4555 

RHODE ISLAND 

¢ Providence—( Boston, Massachusetts Dis- 
trict) 7 Jackson Walkway, 02903, (401) 
528-5104, ext. 22 

SOUTH CAROLINA 

Columbia—Strom Thurmond Fed. Bldg., 
Suite 172, 1835 Assembly St., 29201 (803) 
765-5345 


¢ Charleston—17 Lockwood Dr., 29401, (803) 
724-4361 


SOUTH DAKOTA 
Serviced by Omaha District Office 


TENNESSEE 

Nashville—Suite 1114, Parkway Towers, 404 
James Robertson Parkway, 37219-1505, 
(615) 736-5161 

¢ Memphis—The Falls Building, Suite 200, 22 
North Front St., 38103, (901) 521-4137 


TEXAS 

* Dallas—Rm. 7A5, 1100 Commerce St., 
75242, (214) 767-0542 _- 

¢ Austin— P.O. Box 12728, Capitol Station, 
78711, ($12) 472-5059 

Houston—2625 Fed. Courthouse, 515 Rusk 
St., 77002, (713) 229-2578 

UTAH 

Salt Lake City—Rm. 340 U.S. Courthouse, 
350 S. Main St., 84101, (801) 524-5116 
VERMONT 

Serviced by Boston District Office 
VIRGINIA 

Richmond—8010 Fed. Bldg., 400 North 8th 
St., 23240, (804) 771-2246 

WASHINGTON 

Seattle—3131 Elliot Ave., Suite 290, 98121, 
(206) 442-5616 


se O, Box 2170. 99210, (509) 


WEST VIRGINIA 
ton—3309 Fed. Bidg.. 500 Quarrier 


New York—Fed. Office Bldg., 26 Fed. ok Jo 05 I: 2540 O1. (304) 347-5123 


Rm. 3718, Foley Sq.. 10278. ‘PURD: 264-0634 
NORTH CAROLINA RDUE UNIVE 


* Greensboro—324 W. Market St., TARA ID, 
at 


1950, 27402, (919) 333-5345 


NORTH DAKOTA 
Serviced by Omaha District Office 


ote Hr ENAat 


WISCONSIN 
ed. Bldg.. U.S. Courthouse, 
€., 53202, (414) 291-3473 


‘iowa Denver District Office 





